nationalgrid P Crove

YVia Hand Delivery and Email
September 5, 2008

Mary L. Cottrell, Secretary
Department of Public Utilities
1 South Station, 2™ Floor
Boston, MA 02110

Re: National Grid Reply Comments on Increased Energy Efficiency Spending
D.P.U. 08-8

Dear Secretary Cottrell:

Enclosed please find the Reply Comments of Massachusetts Electric Company and Nantucket
Electric Company each doing business as National Grid. Please contact me if you have any
questions.

Very truly yours,
Patricia Crowe

cc: Benjamin Spruill, Hearing Officer
Service List

201 Jones Road, Waltham, MA 02451
T:781-807-1848 & F.781-907-1659 #@ patricla.crowe@us.ngrid.com



COMMONWEALTH OF MASSACHUSETTS

DEPARTMENT OF PUBLIC UTILITIES

)
Massachusetts Electric Company and )}
Nantucket Electric Company ) D.P.U. 08-8
d/b/a National Grid )

)

REPLY COMMENTS OF NATIONAL GRID

| & Introduction
On July 16, 2008, the Department of Energy Resources (“DOER?) filed a request with
the Department of Public Utilities (the “Department”) seeking an increase for energy
efficiency spending through ratepayer-funded efficiency programs for the upcoming
winter. On July 25, 2008, the Department issued a memorandum agreeing with the
DOER that there was an urgent need to increase spending for the upcoming winter and
required that all energy efficiency program administrators submit proposals to increase

- spending for residential programs. Subsequently, on July 29, 2008, the Department held
a technical conference to discuss issues that program .admir.listrators, the Attorney
General, and non-utility parties may have in implementing the funding increase.
Pursuant to other memos from the Department, proposals for increased spending were to
be filed no later than August 15, 2008 with initial comments due August 25, 2008 and
reply comments due September 5, 2008,

On August 15, 2008, Massachusetts Electric Company and Nantucket Electric

Company, each doing business as National Grid (“National Grid” or the “Company”)



filed a proposal to increase National Grid’s energy efficiency budgets by approximately
$4.3 mﬂlian. The additional funding would support increased gfforis in the Residential
Conservation Service’s Heat Loan Program (an increase of $1.5 million), the Low
Income Single Family — Appliance Management Program (an increase of $1.0 million),
the Energy Wise Multifamily Retrofit Program (an increase of $0.5 million), and the
Small Business Services Program (an increase of $1.0 million). The Company
supplemented certain information contained in its 2008 Energy Efficiency Plan filed with
the Department on March 26, 2008 to include updated budgets for 2008 reflecting the
proposed increases, program cost effectiveness, savings goals, and performance
incentives. The Company’s Energy Efficiency Plan is pending before the Department.
In these Reply Comments, the Company addresses comments made by the
Attorney General of the Commonwealth, Associated Industries of Massachusetts
(“AIM™), Environment Northeast (“ENE”) and Wal-Mart Stores East, L.P. (“Wal-Mart™)

on the Company’s proposal.

1L Response to Comments on the Company’s Proposal

Comments on the Company’s proposal include the following: (A) the proposal
includes spending beyond residential spending (Attorney General Comments at 5; See
also AIM comments at 2-3); (B) the proposal lacks detail on incremental spending by
program cost categories, constraints of program expansion, number of customers that will
be served, and dollar savings that customers will experience each month {Attorney
General Comments at 9; See also ENE Comments at 5); (C) the proposal does not
identify the appropriate sources of the increased funding (Attorney General Comments at

13-14; AIM Comments at 2; See also Wal-Mart Comments at 2-4); and (D) the proposal



does not identify the appropriate level of review (Attorney General Comments at 4, 13-
14; Wal-Mart Comments at 2-3).

A, Spending Beyond Residential Programs

In addition to increasing spending for residential programs, National Grid also
proposed to increase spending on its Small Business Services Program. The Company
included this non-residential program because small business customers, like residential
customers, are significantly impacted by high energy costs. Small business customers do
not typically have internal staff with the ability and knowledge to ad_dress energy
efficiency opportunities on their own, demand for services provided by this program is
high, and this program is highly cost effective having a benefit-cost ratio of 3.90, as
indicated in Appendix A page 1 of the Company’s August 15 filing. The DOER in its
comments noted that while the initial focus for increasing spending is to increase
assistance to residential customers, the Department could consider proposals to address
large unmet demand for cost-effective commercial and industrial (“C&I”) programs
(DOER Comments at 3). In addition, the recently enacted Green Communities Act
requires investments in all cost-effective energy efficiency opportunities. Expanding the
Small Business Services Program in 2008 is certainly consistent with that requirement.
Therefore, the Company respectfully requests that it be allowed to increase spending for
this program beyond the amount originally budgeted for 2008.

B. Details on Company Proposal

The Attorney General asserts that the Company’s proposal lacks detail on
incremental spending by program cost categories. The Company notes that it has

provided the Department with detailed updated program budgets in its August 15



proposal. These detailed budgets can be compared directly to the budgets provided in

Table 3 in the Company’s Energy Efficiency Plan that was filed in March. The increases

by cost type are provided as Attachment A.

The projected energy, demand, and non-electric benefits expected to be saved

with the increased budgets were provided by the Company in Appendix A, page 5 of the

August 15 filing. The incremental additional savings expected from proposed efforts are

provided in the following table:

Incremental Additional Savings Due to Increased Spending In 2008

Lifetime Value of
Summer Non-
Lifetime Demand electric | Total Net
MWh Savings Benefits | Benefits

Program Savings | (kW-Years) | ($000) ($000)
A03a Residential Retrofit 1-4 10,066 5,616 $2,626 $2,732
A03b Residential Retrofit Multifamily 11,479 728 $290 $721
B03a Low-Income Retrofit'1-4 12,775 1,432 $4,361 $4,511
C03b Small C&I Retrofit 31,939 7,640 $399 | $3,865
Total 66,258 15,416 $7,676 | $11,829

The Company’s propésed. increased spending levels reflect limitations in

contractor infrastructure that will affect the number of energy efficiency project

completions that might be finished in 2008. As accurately noted in the comments of the

Low Income Weatherization and Fue] Assistance Program Network (the “Network™),

there needs to be sufficient lead time to train new contractors to perform the additional

work resulting from increased funding (Network Comments at 2).

Information on the number of customers that will be served by the National

Grid’s proposed increase in electric energy efficiency spending is provided in Attachment




B to these reply comments. The dollar savings that customers are projected to experience
each month is provided as Attachment C.

C. Source of Increased Funding for Electric Energy Efficiency Programs

With respect to the comments regarding the source of increased funding, some
commentators have stated that the increased funding for electric energy efficiency
programs should not come from implementation of new tariffs but from the Forward
Capacity Market (“FCM”) and from the Regional Greenhouse Gas Initiative (“RGGI”)
pursuant to the newly enacted Green Communities Act (also the “Act”) (Attorney
General Comments at 13-14; AIM Comments at 2; Wal-Mart Comments at 2-4). In
addition, AIM has argued that any additional funding should be “borrowed” from the
2009 budgets and not be charged to C&I customers (AIM Comments at 2-3).

National Grid, in its proposal for increased electric energy efficiency funding,
indicated that the Company proposes to recover overspending for 2008 in 2009. The
Company made this proposal in order to accommodate the Department’s and DOER’s
need to ensure that additional energy efficiency measures were in place for the 2008
' wi_nter as expeditiously as possible. The Cdmpany is merely increasing spending for
2008 and its proposal does not conflict with the mandates of the Green Communities Act.
The funding streams established pursuant to § 11 of that recently enacted legislation not
only preserve the 2.5 mils systems benefit charge, but include funds generated by the
FCM, a percentage of proceeds of RGGI auctions, and other funding as approved by the
Department. The increased funding as proposed by the Company is subject to approval
by the Department. Accordingly, the Company’s proposal neither conflicts with or raises

concerns under the Act.



D. Level of Review of Proposals

As noted above, the Company indicated in its Augpst 15 filing that it proposes to
recover overspending for 2608 in 2009. While the Company is not proposing a specific
recovery mechanism at this time, both the Attorney General and Wal-Mart argue that a
tariff or other type of recovery mechanism would require a general rate proceeding
pursuant to G.L. ¢. 164, § 94 (Attorney General Comments at 4, 13-14; Wal-Mart
Comments at 2-3).

To the contrary, the Department has a well-established policy allowing both local
electric and gas distribution companies to recover charges for energy efficiency outside
of base rate proceedings as part of their demand side management programs. See ¢.g.,
D.T.E. 97-112, at 9-10, 33-34 (1999); D.P.U. 94-4-CC, at 40-44, 48-51 (1994). The
assertion that a base rate proceeding is required for the Department to implement
recovery of energy efficiency expenditures is unsupported by Massachusetts law and
Department practice and precedent.

E. Other Comments

ENE stated that the Company’s increase for low-income customers seemed small at
less than twenty percent (ENE Comments at 5). However, the Company’s low-income
energy efficiency programs, even without the proposed increase, were funded above the
minimum required by law when the Company filed its energy efficiency plan in March.
That minimum level of funding was governed by the G.1.c25, §19 as being at least 0.25
mils per kWh. The Company projects that this minimum amount of funding is
approximately $5.6 million in 2008. With the proposed increase in funding, the

Company is recommending a funding level of more than $11 million in 2008 for low



income energy efficiency efforts, well above the minimum amount of funding required.
The increase pgoposed by the Company is not low and should be approved to aid those
customers who critically need assistance for the upcoming Wintér.

While AIM has indicated that it questions the need to increase spending at this
time (AIM Comments at 2), the Company is responding appropriately to those concerns
and directives of the Department to address concerns of high energy costs for the 2008
winter, Alternatively, AIM asserts that if the Department finds that additional monies
and/or programs are needed, then the Department should not allow any additional
administrative costs and the additional funding should come only from residential
customers {AIM Comments at 3). The Company disagrees. In order to expand spending
for programs, additional costs would be incurred including administrative costs. All
programs for which the Company has proposed to increase spending have been
‘previously found to be cost-effective. While administrative costs necessarily would
increase with additional spending, the Company intends to minimize such incremental
costs. National Grid’s proposal includes cost effective programs that would enhance the
Department and DOER’s goals_ to address high energy costs for this winter. National
Grid disagrees with AIM’s request that additional funding come only from residential
customers. The Department should not change its long-term precedent that funding of
energy efficiency is borne by all customers in recognition that all customers benefit from
energy efficiency program efforts.

HI. Conclusion
National Grid in its response to the Department’s directive has submitted a

proposal that would increase spending on specific cost-effective programs for the



upcoming winter. In its initial filing supplemented with information in this reply, the
Company has provided the Department with information to allow thorough review and
aﬁproval of its proposal. The Company thanks the Department for the opportunity to
submit these comments and supports both the.Department and DOER’s efforts to address

the potential for very high heating bills in the coming months.

Respectfully submitted,

National Grid
By its attorney,

Dated: P P QW_/ /@a/w(_/

Pétricia Crowe

201 Jones Road
Waltham, MA 02451
781-907-1848
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COMMONWEALTH OF MASSACHUSETTS

DEPARTMENT OF PUBLIC UTILITIES

Massachusetts Electric Company and )
Nantucket Electric Company d/b/a

) D.P.U. 08-8
National Grid )
)

CERTIFICATE OF SERVICE

- I'hereby certify | have this day served National Grid’s Reply Comments upon
each person designated on the official service list compiled in this proceeding by e-mail

and either hand delivery or US mail.
Dated at Waltham this 5™ day of September, 2008.

NATIONAL GRID
By its attorney,

C
Patricia Crowe
201 Jones Road 5% Floor
Waltham, MA 02451

(781) 907-1848




